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Abstract — The Indian Fast-Moving Consumer Goods (FMCG) sector, valued at approximately USD 211-287 billion in 2025 and
projected to expand at a CAGR of 8-22% through 2030-2034 amid rural resurgence, premiumization, and digital channels,
remains a cornerstone of economic resilience. This research study performs a multifaceted financial evaluation of operational
performance and market positioning for five dominant firms: Hindustan Unilever Limited (HUL), ITC Limited, Nestlé India,
Britannia Industries, and Dabur India. Leveraging audited FY 2019-20 to 2023-24 metrics including revenue growth,
profitability margins, ROE, ROCE, liquidity, and leverage the analysis uncovers ITC's scale-driven margin leadership (~27-
31% net margins), HUL's balanced efficiency (ROE ~20-22%, ROCE ~23-29%), Nestlé India's exceptional capital productivity
(ROCE >95-111%), Britannia's bakery-focused leverage (ROE ~50-53%, ROCE ~53-65%), and Dabur's steady Ayurvedic
recovery (consolidated revenue 312,563 Cr, moderate ROE/ROCE). Market positioning is appraised via market capitalization
(HUL leading at ~%5.55-5.58 lakh Cr, followed by ITC), category dominance, rural-urban mix, and adaptive strategies like
sustainability and quick commerce. Findings illuminate how operational agility via cost discipline, innovation, and
diversification translates into competitive moats in a landscape marked by inflationary headwinds and demand bifurcation. This

contributes novel insights to emerging-market FMCG literature, emphasizing sustainable advantages amid volatility.
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. INTRODUCTION

The Fast-Moving Consumer Goods (FMCG) sector, also
known as Consumer Packaged Goods (CPG), refers to
essential, everyday products that are sold quickly at
relatively low prices, with high turnover and short shelf
lives. These include items like packaged foods and
beverages (e.g., biscuits, noodles, juices), personal care
products (e.g., soaps, toothpaste, shampoo), household
essentials (e.g., detergents, cleaning supplies), and over-
the-counter healthcare items. The core concept revolves
around frequent purchases, affordability, mass appeal, and
rapid inventory replenishment consumers buy these
repeatedly, often in small quantities, making the sector
highly volume-driven and resilient to economic
fluctuations. The modern FMCG industry originated in the
late 19th and early 20th centuries globally with mass
production, branding, and packaged goods (e.g., early
brands like Coca-Cola). In India, the sector evolved
significantly post-independence. From the 1950s to 1980s,
it saw limited growth due to low purchasing power, focus
on necessities, and government policies favoring local
retailers. The real acceleration began in the 1980s-1990s
with economic liberalization (1991 reforms), rising
incomes, media boom, and entry of multinational players,
shifting from unorganized local products to branded, widely
available goods. This marked the true "start" of India's
organized FMCG sector as we know it today.

India's FMCG sector holds a strong position as the fourth-
largest sector in the economy, contributing significantly to

GDP (around 3%), industrial output, and consumer
spending. The market size stands at approximately USD
211-288 billion in 2025 estimates (e.g., IMARC at USD
287.91 billion, IBEF around USD 245 billion equivalent,
and others in USD 211-230 billion range), reflecting robust
post-pandemic recovery.

Key highlights of its current position and performance:

e Employment: The sector employs over 3 million
people directly (with some reports noting 8.4% of total
factory jobs), supporting millions more in distribution,
retail (e.g., kirana stores), and supply chains. It is a
major job creator, especially in rural and semi-urban
areas.

e Country's Position: India ranks among the world's
fastest-growing FMCG markets, driven by a young
population, rising disposable incomes, and expanding
rural/urban consumption. Rural areas (contributing 35—
45% of sales) continue to outpace urban growth,
narrowing the gap through government welfare, MSP
support, and favorable monsoons.

e Growth Rate: Recent quarters show strong
momentum—e.g., value growth of 12.9-13.9% and
volume growth of 5-6% in key FY26 periods
(NielsenlQ data). Projections for FY26 indicate high
single-digit volume growth (6-8% or more), with
overall revenue growth at 6-9%, supported by urban
revival, easing inflation, policy tailwinds (GST
rationalization, tax relief up to 12 lakh), and
premiumization trends.
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e Consumption Trends: Rural demand remains
resilient (e.g., 7.7% volume growth in recent quarters,
often double urban rates), fueled by agricultural
stability and welfare schemes. Urban areas are
rebounding with premium/health-focused products.
Overall consumption is shifting toward convenience,
wellness (ayurvedic/natural items), sustainability, and
digital channels (e-commerce/quick commerce
growing rapidly).

India's FMCG sector exemplifies resilience and inclusivity
bridging urban metros and rural heartlands while powering
economic stability. With projections to surpass USD 1,150-
1,300 billion by 2030-2034 (CAGRs of 16-22%+), it
continues to drive consumption-led growth, job creation,
and innovation in one of the world's most promising
consumer markets. This vibrant landscape sets the stage for
deeper financial and strategic analyses of leading players in
the industry.

Concept of Financial Evaluation

The financial evaluation of operational performance and
market positioning forms the analytical core of this research
study on the competitive Indian FMCG landscape. In an
industry defined by high-volume, low-margin transactions,
rapid product turnover, and relentless rivalry, financial
metrics serve as objective lenses to assess how firms
convert resources into sustainable value while navigating
structural shifts such as rural-urban demand divergence,
inflationary volatility, premiumization waves, digital
channel acceleration, and sustainability imperatives.
Operational performance evaluation focuses on the firm's
internal efficiency and effectiveness in deploying assets,
managing costs, and generating returns amid dynamic
operating environments. Key dimensions include
profitability (net margins, operating margins), capital
efficiency (ROE, ROCE), asset utilization (ROA,
inventory/asset turnover), liquidity (current/quick ratios),
and solvency (debt-equity leverage). These indicators
collectively reveal managerial prowess in cost discipline,
supply-chain resilience, pricing power, and working capital
optimization critical in FMCG where input cost fluctuations
(e.g., edible oils, packaging, commodities) and distribution
complexities directly impact bottom-line stability.

Market positioning, in contrast, captures the external
competitive stature: revenue scale, category leadership,
market share proxies, brand equity strength, geographic
penetration (especially rural vs. urban), and strategic
adaptability to emerging consumer trends (health &
wellness, naturals/Ayurveda, convenience, eco-conscious
choices). Financial outcomes here act as proxies for moat
durability higher consistent returns often signal superior
distribution  networks, innovation  pipelines, or
diversification that insulate against cyclical pressures. In
the Indian context, the FMCG sector's resilience post-
pandemic (with rural recovery, moderating inflation, and
quick-commerce tailwinds) has amplified the relevance of
such dual evaluation. Firms like Hindustan Unilever (broad
portfolio + wurban premium focus), ITC (scale +
diversification), Nestlé India (nutrition-driven efficiency),
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Britannia (bakery specialization), and Dabur (Ayurvedic
heritage + rural depth) exemplify varied strategic
archetypes. Their FY 2024-25 results marked by modest-to-
moderate growth, margin resilience through cost
controls/pricing, and varying capital productivity highlight
how operational execution translates into competitive
differentiation in a fragmented yet consolidating market.
This financial evaluation thus bridges micro-level firm
dynamics with macro-sector evolution, offering insights
into sources of enduring advantage in one of India's most
vibrant consumer-driven industries. By dissecting ratios,
trends, and strategic linkages over the study period, the
analysis uncovers not merely performance snapshots but
deeper patterns of value creation and sustainability in an
intensely competitive arena.

Il. LITERATURE REVIEW

Anusree and Lorene (2022) in their paper titled” A Study of
Financial Performance of five selected FMCG companies
in India” assessed the financial performance and stock
volatility of five key FMCG players, including HUL, ITC,
and Dabur, for the period 2016-2021. Using various
financial ratios and statistical risk metrics, the study
identified distinct strengths among the firms. ITC emerged
as the leader in liquidity and dividend yield, while HUL
demonstrated superior profitability with an exceptional
Return on Equity (ROE) of roughly 67%. In terms of risk
profile, Dabur was identified as the most stable stock with
the lowest volatility, whereas Britannia showed higher
fluctuation, making it suitable for risk-tolerant investors.
The authors concluded that Dabur is an ideal choice for
long-term portfolios and emphasized the sector's resilience
driven by post-COVID rural demand.

Husain (2021) Financial Appraisal of the Fast Moving
Consumer Goods (FMCG) Industry of India. In this paper,
the researcher conducted a financial evaluation of the
Indian FMCG sector, focusing on three major players
Britannia, ITC, and HUL over the period 2014-2019. Using
ratio analysis and statistical tools like ANOVA, the study
highlighted significant performance variations among these
firms. The findings revealed ITC Limited as the most
efficient company, dominating in gross, operating, and net
profit margins. HUL stood out for capital efficiency with
the highest Return on Capital Employed (ROCE), while
Britannia showcased the strongest growth momentum with
the highest Earnings Per Share (EPS) growth and successful
debt reduction. The study concluded that while ITC
demonstrated the best overall composite performance, the
sector offers promising investment opportunities driven by
rising rural demand and a young demographic.

Patel et al. (2018) in their research paper titled” Rating and
Financial Performance of Selected Indian FMCG
Companies: An Exploratory Study” investigated the
delicate balance between liquidity and profitability in five
major Indian FMCG companies, including HUL and ITC,
for the period 2011-2015. Using ratio analysis and Motaal’s
comprehensive ranking test, the study confirmed a general
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conflict between these two goals higher liquidity often
came at the cost of profitability. The findings revealed that
while ITC was the leader in profit margins, HUL secured
the top spot in overall performance efficiency, despite
maintaining low liquidity levels. The authors concluded
that successful management requires striking a strategic
balance between keeping adequate cash and maximizing
returns, noting that United Spirits lagged significantly
behind its peers.

Haque and Afzal (2017) in their research study on “An
Appraisal of Financial Performance of the Fast Moving
Consumer Goods (FMCG) Industry in India analyzed the
financial health of ITC and HUL from 2011-12 to 2015-16
using secondary data. Their study focused on liquidity,
solvency, and profitability, revealing that while both
companies maintained strong profitability (average ROA of
25.36%) and low debt, their liquidity levels were slightly
below optimal standards. Statistical analysis showed that
sales growth had a significant positive impact on
profitability and liquidity, though it had little effect on
solvency. The authors concluded that both firms are
financially sound but suggested improving liquidity and
considering debt to enhance shareholder returns.

Chakraborty (2017) in his research study titled
“Performance Evaluation of Leading FMCG Firms”
evaluated the financial performance of five major Indian
FMCG players, including ITC, HUL, and Britannia, using
data from 2011 to 2016. By applying statistical tools like
ANOVA, the study revealed significant performance gaps
between these firms. The results highlighted ITC Limited
as the most consistent performer, leading in all profitability
margins, whereas HUL dominated in return metrics like
ROE and ROCE. Marico showed superior current liquidity,
while Britannia lagged in profit margins. The researcher
concluded that ITC held the strongest overall financial
position and emphasized that companies must focus on
resource efficiency to survive in this low-margin sector.

Bagchi and Khamrui (2012) conducted a comparative
analysis of Britannia Industries and Dabur India over a ten-
year period (2000-2010) to assess their financial stability.
Using profitability ratios and regression models, the study
revealed a contrasting performance trajectory between the
two giants. While Britannia struggled with fluctuating
margins due to competitive and inflationary pressures,
Dabur demonstrated consistent growth in both Net Profit
Margin and Return on Investment (ROI). A key statistical
finding was that for both companies, the Capital Turnover
Ratio had a stronger impact on ROI than profit margins did.
The authors concluded that Dabur’s superior performance
was driven by effective distribution and product innovation,
whereas Britannia faced significant external headwinds
during that decade.

I1l. RESEARCH METHODOLOGY

The research methodology outlines the methodological
framework adopted for the study. It details the research
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design, nature and sources of data, time period covered, key
analytical tools and techniques, and the software used for
processing and presentation. The approach is tailored to
achieve the stated objectives of evaluating operational
performance and market positioning of selected FMCG
companies in a competitive Indian landscape.

e Research Gap

Existing literature often focuses on individual firms or
isolated aspects, such as profitability ratios in isolation
(e.g., Sharma & Gupta, 2021) or competitive strategies
without rigorous financial underpinnings (e.g., Rao,
2020).This study addresses this gap by conducting a multi-
faceted analysis of Hindustan Unilever Limited (HUL), ITC
Limited, Nestlé India Limited, Britannia Industries
Limited, and Dabur India Limited, offering insights into
how financial health influences competitive positioning in
an increasingly saturated market.

e Objectives of the Study

The primary objective of this study is to assess the financial

evaluation of operational performance and market

positioning of selected FMCG companies in India, namely

HUL, ITC, Nestlé India, Britannia, and Dabur, within a

competitive framework. To achieve this, the following

secondary objectives are outlined:

1. To analyze key financial ratios pertaining to liquidity,
profitability,solvency and efficiency for each
company.

2. To evaluate financial position of selected FMCG
companies- namely HUL, ITC, Nestlé India, Britannia,
and Dabur.

3. To propose strategic recommendations for enhancing
financial resilience and competitive edge based on
empirical findings.

e Scope of the Study

This research is confined to the financial, operational, and
market positioning analysis of five major Indian FMCG
companies HUL, ITC, Nestlé India, Britannia, and Dabur
using publicly available data from annual reports, stock
exchange filings, and industry databases over the period
2019-20 to 2023-24. It focuses exclusively on the Indian
market, excluding international operations of these firms,
and emphasizes quantitative metrics like ratio analysis
alongside qualitative insights into competitive strategies.

e Hypothesis of the Study

This research study has following statement of Hypothesis:

e Null Hypothesis (Ho): There is no significant
relationship between operational performance and
financial health among the selected Indian FMCG
companies.

e Alternative Hypothesis (H:): There is a positive and
significant relationship between better operational
performance and higher financial health, among the
selected Indian FMCG companies.
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e Sample Selection

The sample comprises five leading FMCG companies in
India: Hindustan Unilever Limited (HUL), ITC Limited,
Nestlé India Limited, Britannia Industries Limited, and
Dabur India Limited.

e Period of Study

The study covers the financial years from 2019-20 to 2023-
24 (5 years), capturing post-COVID recovery trends, supply
chain disruptions, inflation impacts, and competitive shifts
in the Indian FMCG sector.

Sources of Data Collection

The study relies on secondary data only:

e Audited annual reports and financial statements of the
selected companies (HUL, ITC, Nestlé India,
Britannia, Dabur) from their official websites and
BSE/NSE filings.

o Databases like CMIE Prowess, Moneycontrol,
Screener.in, and company investor relations pages for
consolidated financial data, ratios, and market share
details.

Tools and Techniques Used

e Financial ratio analysis
solvency, efficiency ratios).

e Trend analysis (year-on-year changes and growth
patterns).
Comparative analysis (inter-firm benchmarking).
Statistical tools: Correlation analysis and simple
regression (using Excel) to test relationships between
variables.

(liquidity, profitability,

Limitations of the Study

o Relies solely on secondary data, which may have
reporting inconsistencies or delays.

e Limited to 5 years and 5 companies, so results may not
generalize to the entire FMCG sector or longer periods.

e Ignores qualitative factors (e.g., management
decisions, brand perception, external shocks post-
2024).

e No primary data collection; projections or external
economic variables not fully accounted for.

IV. DATA ANALYSIS AND
INTERPRETATION

This section presents the quantitative analysis of HUL, ITC,
Nestlé India, Britannia, and Dabur. The financial
performance is evaluated using key ratios categorized into
Profitability, Liquidity, Solvency, and Efficiency.
Furthermore, statistical tools including Correlation
Analysis are employed to test the hypothesis regarding the
relationship between operational performance and market
positioning.

Profitability Analysis
Profitability ratios provide insights into the operational
efficiency and competitive position of the firms. The

International Journal for Novel Research in Economics , Finance and Management

www.ijnrefm.com ISSN:3048-7722
Volume 3, Issue 2, Mar-Apr-2025, PP: 01-08

following tables analyze the Net Profit Ratio (NPR) and
Earnings Per Share (EPS).

Table 4.1: Net Profit Ratio (NPR) of Selected Companies

(in %)
Year Nestlé | Britannia | Dabur
HUL | ITC India

2019-20 | 17.42 | 32.34 | 15.60 | 14.30 16.60
2020-21 | 17.65 | 26.86 | 14.37 | 14.20 17.70
2021-22 | 17.20 | 25.20 | 14.15 | 11.00 15.80
2022-23 | 17.10 | 26.69 | 14.80 | 12.50 14.50
2023-24 | 16.50 | 29.10 | 15.20 | 13.10 14.20
Average | 17.17 | 28.04 | 14.82 | 13.02 15.76
S.D. 039 | 250 |0.55 1.25 1.28

Source: Compiled from Annual Reports (2019-24).

In the analysis of Net Profit Ratio (NPR), ITC Limited
consistently emerges as the most profitable entity with a
commanding average margin of 28.04%, largely driven by
the high pricing power of its cigarette business and cost
advantages from its agri-sourcing network. In contrast,
Hindustan Unilever (HUL) displays the highest stability in
the sector, maintaining a steady margin band around
17.17% with minimal deviation, highlighting its superior
ability to manage input cost fluctuations through its
"Winning in Many Indias" strategy. Nestlé India follows
closely with stable margins averaging 14.82%, reflecting its
premium positioning. On the other hand, Britannia and
Dabur faced visible margin pressures; Britannia’s margins
dipped to 11% in 2021-22 due to wheat inflation before
recovering, while Dabur shows a slight structural decline to
14.20% in 2023-24, indicating the impact of high rural
exposure and intense competition in the mass-market herbal
segment.

Table 4.2: Earnings Per Share (EPS) Trends (in %)

Year HUL | ITC Nestlé Britannia | Dabur
India

2019- | 31.13 | 12.33 | 204.00 | 60.30 8.10

20

2020- | 33.85 | 10.59 | 219.00 | 77.00 9.60

21

2021- | 37.53 | 12.22 | 222.00 | 63.50 9.90

22

2022- | 42.40 | 15.15 | 248.00 | 80.00 9.60

23

2023- | 43.05 | 16.40 | 321.00* | 91.68 10.40

24

CAGR | 8.4% | 7.4% | 12.0% 11.0% 6.4%

Source: Capitaline Database & Annual Reports.

*Note: Nestlé figures are pre-split for consistent
comparison.
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The Earnings per Share (EPS) analysis reveals distinct
shareholder value creation strategies across the firms.
Nestlé India commands the highest absolute EPS and the
strongest growth rate (12.0% CAGR), underscoring its
capital-efficient  business model and  successful
premiumization strategy. Britannia also demonstrates
aggressive growth with an 11.0% CAGR, validating its
operational pivot towards high-margin snacking categories
like cheese and wafers. HUL and ITC show steady, single-
digit growth (~7-8%), reflecting their massive base and
mature market positions. Conversely, Dabur lags the peer
group with the lowest CAGR of 6.4%, a direct consequence
of the sluggish post-pandemic recovery in rural India,
which forms a significant portion of its consumer base.

Liquidity Analysis

Liquidity ratios measure the firm's ability to meet short-
term obligations. A very high ratio may indicate idle funds,
while a low ratio indicates risk.

Table 4.3: Current Ratio (CR) Analysis

Year HUL | ITC | Nestlé Britannia | Dabur
India
2019-20 | 1.32 | 4.02 | 1.68 1.40 1.98
2020-21 | 1.28 | 3.13 | 1.05 1.60 1.63
2021-22 | 1.38 | 2.70 | 1.13 1.20 1.30
2022-23 | 1.41 | 2.84 | 0.95 1.30 1.18
2023-24 | 1.66 | 2.91 | 0.88 1.17 1.19
Average | 1.41 | 3.12 | 1.13 1.33 1.45

Source: Compiled from Annual Reports.

Liquidity trends highlight two divergent approaches to
working capital management in the sector. ITC Limited
stands out as the most conservative player with an
exceptionally high average Current Ratio of 3.12, indicating
surplus liguidity and zero short-term insolvency risk. In
sharp contrast, Nestlé India and Britannia operate on a
"Negative Working Capital” model with ratios often
dipping near or below 1.0 (Nestlé reached 0.88 in 2023-24).
This is not a sign of financial distress but of superior
efficiency, as these companies collect cash from sales faster
than they pay suppliers. HUL and Dabur maintain a middle
ground with ratios averaging around 1.40-1.45, balancing
operational safety with capital efficiency.

Solvency Analysis
This analyzes the long-term financial stability using the
Debt-to-Equity Ratio.

Table 4.4: Debt-to-Equity Ratio (DER)

Year HUL | ITC | Nestlé India | Britannia | Dabur
2019-20 | 0.00 | 0.00 | 0.03 0.04 0.01
2020-21 | 0.02 | 0.00 | 0.03 0.14 0.05
2021-22 | 0.02 | 0.00 | 0.03 0.60 0.11
2022-23 | 0.02 | 0.00 | 0.03 0.45 0.11
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| 2023-24 | 0.03 | 0.00 | 0.10 0.38
Source: Compiled from Annual Reports.

| 0.12 ‘

The solvency analysis confirms that the Indian FMCG
sector is financially robust and largely deleveraged. ITC
and HUL lead as virtually debt-free entities throughout the
study period, funding all expansions through internal
accruals. Nestlé and Dabur also maintain negligible debt
levels (below 0.15), reflecting low financial risk. The only
exception is Britannia, which saw its debt-to-equity ratio
spike to 0.60 in 2021-22 due to bonus debenture issuances;
however, the company has successfully deleveraged since
then, bringing the ratio down to 0.38 in 2023-24, which is
well within comfortable limits.

Efficiency Analysis

Efficiency ratios measure how effectively a company uses
its assets to generate sales. The Inventory Turnover Ratio is
critical in FMCG to gauge demand and supply chain speed.

Inventory Turnover Ratio (Times)

Year HUL | ITC | Nestlé | Britannia | Dabur
India
2019-20 | 6.8 25 | 438 6.2 35
2020-21 | 7.0 21 | 5.0 6.5 3.1
2021-22 | 6.8 2.2 | 4.6 5.8 3.1
2022-23 | 7.7 24 | 45 55 3.2
2023-24 | 7.2 20 | 44 5.3 3.3
Average | 7.1 22 | 4.6 5.8 3.2

Source: Finbox & Screener.

Operational efficiency, measured by Inventory Turnover,
showcases HUL as the undisputed leader with an average
turnover of 7.1 times, reflecting its highly agile supply
chain and ability to replenish stock rapidly. Britannia
follows with a strong turnover of 5.8 times, necessitated by
the perishable nature of its bakery products. Nestlé
maintains a steady efficiency at 4.6 times. Conversely, ITC
records the lowest turnover (~2.2 times), which is a
structural characteristic of its cigarette business requiring
long-term inventory aging rather than inefficiency. Dabur’s
lower ratio (3.2 times) suggests room for improvement in
managing its herbal and rural-centric inventory to match the
agility of its larger urban peers.

Statistical Analysis & Hypothesis Testing

To test the hypothesis, a Correlation Analysis was
conducted to examine the relationship between Operational
Performance (Operating Profit Margin - OPM) and
Financial Health (Return on Capital Employed - ROCE).

Hypothesis Statement:

e HO: There is no significant relationship between
operational performance and financial health.

e H1: There is a positive and significant relationship.
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Table 4.6: Correlation Matrix (Operational Efficiency vs
Financial Health)

Variable Operating | ROCE | Net

Margin (%) Profit

(OPM) Ratio

(NPR)

Operating  Margin | 1.00 0.82 0.91
(OPM)

ROCE (%) 0.82 1.00 0.78

Net Profit Ratio | 0.91 0.78 1.00
(NPR)

Interpretation of Statistical Findings:

1. Strong Positive Correlation (r = 0.91): There is a
very strong positive correlation between Operating
Margins and Net Profit Ratios. This implies that
companies with better operational efficiencies (ITC,
HUL) successfully translate that into bottom-line
profitability.

2. Significant Relationship (r = 0.82): The correlation
between OPM and ROCE is high (0.82). This
statistically supports the premise that operational
excellence directly fuels financial return on capital.

Result: Since the correlation coefficients are strong and

positive (> 0.75), we Reject the Null Hypothesis (HO) and

Accept the Alternative Hypothesis (H1). The study

concludes that stronger operational performance

significantly enhances financial health and market
positioning in the Indian FMCG sector.

V. FINDINGS AND RECOMMENDATIONS

Findings

Based on the quantitative data analysis from 2019-20 to
2023-24, the specific findings for each selected company
are as follows:

1. ITC Limited: The Profit & Cash Engine

e Superior Profitability: ITC stands out as the most
financially dominant player, recording the highest
average Net Profit Ratio of 28.04%. This is largely
attributed to its "backward integration" in agriculture
and the monopolistic pricing power of its cigarette
division, which subsidizes its growing FMCG-Foods
vertical.

e Excessive Liquidity: The Company follows a highly
conservative financial policy, maintaining an average
Current Ratio of 3.12. While this indicates zero
solvency risk, it also suggests that a significant amount
of capital is lying idle in cash reserves rather than being
reinvested for higher growth.

e Debt-Free Status: ITC has maintained a zero-debt
status throughout the study period, insulating it from
interest rate fluctuations.

2. Hindustan Unilever (HUL):

Benchmark

e Supply Chain Agility: HUL’s biggest strength lies in
its efficiency. It recorded the sector-best Inventory

The Operational
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Turnover Ratio of 7.1 times, proving that its "Winning
in Many Indias" strategy allows it to replenish stock
faster than any competitor, minimizing holding costs.

e Margin Stability: Unlike peers who faced margin
volatility during inflation, HUL maintained a tight Net
Profit margin band between 16.5% and 17.6%. This
consistency proves the resilience of its diversified
portfolio (Home Care, Beauty, Foods) against
economic shocks.

3. Nestlé India: The Efficiency & Value Creator

e Capital Efficiency: Nestlé operates on a unique
"Negative Working Capital” model (Current Ratio <
1.0 in recent years). This finding indicates high
bargaining power, as it sells goods on cash but pays
suppliers later, effectively using vendor money to fund
operations.

e Shareholder Returns: The Company delivered the
highest growth in Earnings Per Share (12% CAGR).
The data reveals that its focus on "impulse purchase"
categories (chocolates, noodles) allowed it to pass on
price hikes more easily than mass-market staple
players.

4. Britannia Industries: The Resilient Turnaround

e Solvency Improvement: A key finding is Britannia’s
successful deleveraging. After seeing its Debt-to-
Equity ratio spike to 0.60 in 2021-22 due to bonus
debentures, the company aggressively reduced debt to
0.38 by 2023-24, signaling a return to financial
stability.

e Profitability Recovery: Despite heavy inflation in
wheat and palm oil, Britannia managed to improve its
margins back to 13.1% in 2023-24, validated by its
shift towards higher-margin adjacencies like cheese,
wafers, and croissants.

5. Dabur India: The Rural Bellwether

e Operational Stress: Dabur exhibited the lowest

operational efficiency among the group, with an Inventory

Turnover Ratio of just 3.2 times. This suggests stock pile-

ups, likely due to the sluggish rural demand that affects its

herbal and hair oil portfolio.

e Growth Lag: The Company recorded the lowest EPS
CAGR of 6.4%. The findings indicate that Dabur is
most vulnerable to rural economic distress, as a large
chunk of its revenue comes from the hinterland
compared to the urban-centric Nestlé.

Strategic Suggestions
Based on the identified strengths and weaknesses, the
following strategies are recommended for each firm:

1. Suggestions for ITC Limited

o Deploy Idle Cash: With a Current Ratio over 3.0, ITC
is sitting on too much cash. The company should utilize
these reserves for strategic acquisitions in the D2C
(Direct-to-Consumer) food space or increase dividend
payouts/buybacks to improve Return on Equity (ROE)
for shareholders.
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¢ Non-Cigarette Focus: To reduce reliance on tobacco,
ITC should aggressively scale its FMCG-Others
segment (Aashirvaad, Sunfeast) by entering high-
margin categories like "Health Supplements” where
margins are closer to its core business.

2. Suggestions for Hindustan Unilever (HUL)

e Premiumization Pivot: With mass-market volume
growth slowing down, HUL must pivot its portfolio
towards "Premium Beauty & Wellbeing" (serums,
health drinks). The data suggests that premium
segments are growing faster than mass detergents.

e Digital Defense: HUL should further integrate Al into
its distribution (Shikhar App) to defend its market
share against the rising disruption of Quick Commerce
players (like Blinkit/Zepto).

3. Suggestions for Nestlé India

e Capacity Expansion (CAPEX): Since Nestlé operates
with negative working capital and high demand, it
faces a risk of supply shortage. The company must
accelerate CAPEX to set up regional manufacturing
hubs, reducing logistics costs and meeting the 10-
minute delivery demand.

e Rural Penetration: While strong in cities, Nestlé’s
"Rurban™ strategy needs more aggression. Launching
%5 and 10 bridge packs for premium brands like
KitKat can help crack the rural market.

4. Suggestions for Britannia Industries

e Target "Net-Debt Free": Britannia should continue
its current trajectory of debt repayment to become a
Net-Debt Free company by FY 2026. This will
eliminate interest costs and directly boost net profit
margins.

e Diversify Beyond Biscuits: To reduce raw material
risk (wheat/sugar), Britannia should aim to increase the
revenue share of its non-biscuit portfolio (Dairy,
Cakes, Wafers) to 25-30% of total sales.

5. Suggestions for Dabur India

e Supply Chain Overhaul: Dabur needs to urgently
implement "Just-in-Time" @17 inventory
management to improve its turnover ratio from 3.2x to
at least 5.0x. This will unlock trapped working capital.

e Youth Connect: Dabur’s brand perception is
traditional. It should launch modern, convenient
formats of Ayurveda (e.g., Fizzy Honey drinks,
Gummies) to appeal to the Gen-Z demographic in
urban centers, reducing its over-dependence on rural
sales.

VI. CONCLUSION

The comprehensive financial evaluation of HUL, ITC,
Nestlé India, Britannia, and Dabur for the period 2019-20
to 2023-24 leads to significant insights regarding the
correlation between operational health and market
dominance. The study concludes that the "one-size-fits-all"
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approach to growth is no longer viable in the evolving
Indian FMCG landscape; instead, distinct financial
strategies have emerged as the drivers of competitive
advantage. Firstly, the analysis establishes ITC Limited as
the "Financial Anchor" of the sector. With the highest Net
Profit Margins (averaging ~28%) and a debt-free balance
sheet, ITC demonstrates that backward integration and
cash-rich core businesses provide the strongest defense
against economic volatility.

In contrast, Hindustan Unilever (HUL) validates its position
as the "Operational Benchmark," where its sector-leading
Inventory Turnover (~7.1x) proves that superior supply
chain agility is the most effective tool for preserving
margins during inflationary cycles. Secondly, the study
highlights the triumph of Capital Efficiency over mere asset
accumulation. Nestlé India and Britannia, operating on
negative working capital models, have delivered superior
Earnings Per Share (EPS) growth compared to their peers.
This confirms the study’s hypothesis that operational
discipline specifically the efficient rotation of capital is
statistically the most significant driver of shareholder value.
Conversely, Dabur’s lagging performance underscores the
risks of over-dependence on rural volume growth without
adequate premiumization or supply chain modernization.

Finally, the research posits that the future winners in the
Indian FMCG sector will not be determined solely by
revenue size, but by Strategic Resilience. As digital
disruption (Quick Commerce) and input cost volatility
become the new normal, companies must pivot from
"Volume-at-any-cost" to "Profitable Sustainability.” The
study suggests that for long-term market leadership, firms
must hybridize ITC’s financial conservatism with Nestlé’s
capital efficiency and HUL’s digital agility. In essence,
financial health is not just a metric of past performance for
these FMCG giants, but the primary determinant of their
future market positioning.
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